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July 22, 2002

Federal Aviation Administration

U.S. Department of Transportation Dockets
400 Seventh Street, S.W.

Room Plaza 401

Washington, DC 20590

Re: Notice of Marker-Based Actions to Relic ve Airport Congestion and Delay,
66 Fed. Reg. 43947 (August 21, 2001), .nodified by 66 Fed. Reg. 55978
(November 3, 2001) and 67 Fed. Reg. 1614 (April 22, 2002), Docket No.
OST-2001-9849
San Francisco Intemnational Airport (the “Airyort” or “SFO”) respectfully submits
the following comments on the Department of Transportation’s (“DOT’s”) and Federal

Aviation Administration’s (“FAA’s”) Notice of Mark t-Based Actions to Relieve Airport

Congestion and Delay (the “Notice™).!

SKFO’s Interest In This i nquiry
The Airport has an important stake in this industry-wide Notice concemning
market-based approaches to manage congestion and d.:lays and to improve the efficiency
of airport operations. In 2000, the Airport was the fifili busiest in the U.S., and the ninth

busiest in the world, with over 41 million enplanemenis. SFO serves not only as a

|
primary West Coast hub for domestic air travel but also as a key international gateway,

particularly for those travelling to and from Asia.
The Airport is also a vita] engine for the Bay Area and Northern California
economies. For example, according to the Bay Area E:onomic Foruj in FY 1998-99,

SFO aund the visitor industry in the Bay Area generated over 265,000 j 4bs, personal

! Notice of Marker-Based Actions to Relieve Airport Congestion ¢nd Delay, 66 Fed. Reg. 43947 (August
21, 2001), modified by 66 Fed. Reg. 55978 (November 5, 2001) a id 67 Fed. Reg. 196~14 (April 22, 2002).
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tncome of over $8 billion and taxes amounting to ro.ighly $3.3 billio'n.2 The ability of the

Airport to manage access to its facilities efficiently ind to enhance c?pacny are critical to

the Bay Area economy’s future growth. ‘
In the DOT/FAA’s companion docket, the Nutice of Policy q‘ptions For

Managing Capacity at LaGuardia Airport (the “LGA Docket”),’ soméa including the Air

[
Transport Association (“ATA”) and its member airli:ies question whc%ther in the wake of
the tragic events of 9/11 there is any need to address congestion manaiTgemcnt and
capacity enhancement.” Although the events of 9/11 have reduced th%e level of air carrier
operations and enplanements at SFO and many U.S. uirports, such recl}uctions are
temporary. The FAA’s forecast data indicates that large airline traffic will match
pre-9/11 levels sometime in FY 2003.° Indeed, traffi. at SFO and in the airport system
has already rebounded substantially. Although SFO’ : traffic remains below year ago
levels, enplanements increased roughly 28% from the depressed levels of September
2001 through May 2002 (2,083,400 passengers in September 2001 versus 2,663,600
passengers in May 2002). }

|

With this rebound in demand, congestion and ' Iclays have risen; commensurately.

According to flight data supplied by the major airlines to DOT, SFO h\ad the lowest level

1

|

2 Bay Area Economic Forum, Air Transport and the Bay Area E«monty, Phase 1, January 2000, at 10,
available at http://www bayeconfor.org/pdf/airport.pdf.

? Notice of Alternative Policy Options for Managing Capacity ar | aGuardia Airport and Proposed
Extension of the Lottery Application, 66 Fed. Reg. 31731 (June 1, 2001), as amended, 67 Fed. Reg. 13401
(March 22, 2002), FAA Docket No. 2001-9854.

“ Comments of the Air Transport Association in the LGA Docket at 9-10.

% Presentation of John M. Rodgers. Director of Aviation Policy a1l Plans, 2002 FAAlCommcrcial Aviation
Forecast Conference, availablc at hitp://www.api.faa.gov/Confere nce2000commercial/Rodgers.
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http://www.bayeconfor.orglpdflaitport.pdf

of on-time arrivals (73.3%) during April 2002 amon:: the 32 reportadle U.S. airports.’
Accordingly, SFO believes it is important that DOT ddress the issuiis of congestion
management and capacity enhancement in order to b - prepared for the resumption of
growth 1n air travel demand.
LaGuardia Docket

As an jnitial matter, the Airport incorporates hy reference the comments that it
filed in the LGA Docket, attached hereto as Appendi: A. In that filing, the Airport
included background and comments that are relevant 10 a number of tﬂw issues that the
DOT seeks to address in this docket. To summarize, in the LGA Docket, SFO first
discussed the limitations of congestion manageruent 1 iethods by comparison with the
long-term beneficial effects of enhancing airport capa.:ity (the building and
reconfiguration of runways and other airfield infrastructure). Although long-term
capacity enhancement is SFO’s preferred solution to ¢ ongestion and delay, it does
recognize the valuable, if limited, benefits that congestion managemej:solutions can
offer. Second, the Airport discussed the primary role hat an airport p ! prietor can and
should play in the determination of which congestion management me%hods are most
appropriate to use at its own airport. SFO then specifi-ally discussed ti{ne congestion
management options proposed for LaGuardia Airport i “LGA” or “LaGiuardia”). In its
comments, SFO declined to recommend a particular congestion manag:‘cmcnt method for
LaGuardia out of deference to the Port Authority of New York and Ne\év Jersey (the “Port

Authority”) and its proprietary right to select the best ¢ ption(s) for LGA.

|
|
|
sUS. Dep’t of Transportation, Air Travel Consumer Report, June 2002, at 8, availahl‘p at
http:/www.dot.gov/airconsumer/0206atcr pdf.

|
|
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SFO also advised the FAA in the LGA Dock.:t that it did not ‘bclieve that there
would be surplus or excess revenues generated from :iny market-based congestion
management approaches, and that the airport proprie or should have the discretion to use
any revenues derived from such approaches for reinvestment in airpo{t facilities. Finally,
the Airport expressed support for the use of the admi dstrative option;s proposed in the
LGA Docket if they are appropriate, but that as a gencral matter, the _I.!\irport has a
preference for market-based approaches.

Industry-Wide Market-B: sed Notice l

SFO welcomes the opportunity to comment o the issues raised in the Notice and
commends DOT/FAA for their continued timely attention to congestic:;m management and
enhancement of airport capacity. The Airport also cainmends DOT f(ilr its recognition
that “[tJhe adoption of market-based approaches to improve the use oq scarce resources is
an established economic principle.”” SFO also agree: that the current wei ght-based
landing fees traditionally used by airports to price accuss do not accou'lnt for the “jmpact

of an additional flight on congestion and delay.”® As DOT observes: {

|
the benefits an air carrier receives from scheduling an additional flight are
not balanced against the full costs (private and extemnal) imposed on all the
parties using an atrport, which can result in too many scheduled flights
and thus congestion.’ i

In the Notice, the DOT asks for comments on ' he potential use ‘of “market-based
approaches,” or “the development and imposition of airport fees that a‘l? designed

specifically to encourage air cartiers to use lirnited air)ort capacity in a more efficient

Id.
¥ 66 Fed. Reg. at 43948,

*idnl.
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manner.”'® In directing the nature of the comments. the DOT asks a series of twenty-two
(22) specific questions, noting that commenters are not tequired to address all questions
and may combine responses where appropriate.’' SI%0 addresses a number of those
specific questions, as well as provides further comm:2nts that it bcljeres are important to
the consideration of industry-wide congestion mana.:.ement at the nation’s airports.

SFO recognizes the practical difficulties in e.thancing capacity, and thus that there
is a need for short-term solutions for relieving conge:tion and rcducil g delay. Therefore,
the Airport supports efforts to identify the best short rerm solutions tIat will be most
effective and most readily implemented. SFO also recognizes that trye Jong-term
solutions to growing demand for airport capacity ultiinately entail a chbinaﬁon of
building more runway capacity as well as implement ng technological improvements, and
more efficient management and use of existing capacity.

The Airport also observes, as numerous economists have commented, an increase
in capacity will ultimately be inefficient if efficient pricing or other mia:ket—based
approaches to managing limited facilities are not also implemented.' :Thus, in order to
ensure that the use of new additional airport capacity s maximized, STO supports DOT’s

efforts with this Notice to ensure that various congest:on management tools are available

to airport proprietors.

SFO now addresses specific questions from thr: Notice below:

19 66 Fed. Reg. at 43948. l

1 1d at 43949-50. |

12 See, e.g., Alfred E. Khan. Congestion Pricing Is The Next Step in Travel Deregulalion, W ASHINGTON
TIMES, Sept. 4, 2001, at Al4 (“Kahn Op-Ed"); Evidence of Alfre:! E. Kahn on Behalf of Sydney Airports
Corp. Regarding Draft Aeronautical Pricing Proposal, Jan. 17,20 11, at 10 (“Kahn Fvidcnce "), availablc at
http://www.acce.gov.av/aitport/sydney/SACL_Atachment pdf; L niel R. Polsby, Aznporr Price of Aircraft
Technology and Landing Slots: An Economic Critigue of Federa, Regulatory Policy.|89 CAUF. L. REV.
779,799 (May 2001).
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(1) Should market-based mechanisms be considered to address the allocation of
scarce aviation-access resources and thereby minimize delays resulting from
congestion while maximizing customer service? If so, which specific mechanisms are
most promising? Why?

(16) Under what conditions would alternate approaches, such as administrative
options (e.g., lotteries, minimum aircraft size), reduce congestion and delay?

(18) Will market-based approaches encourage/dixcourage the operation of certain
types of aircraft?

(21) Should market-based approaches be crafted to encourage airlines to operate
large aircraft, maximizing the number of seats pcr turn? |

1

Because the answers are interrelated, SFO ac Jdresses Questions 1, 16, 18 and 21
together.

SFO supports the use of congestion managen ent methods tha.x are appropriate to
the circumstances at individual airports and that are « ffective. Although SFO prefers
market-based approaches, as these typically provide -he greatest ﬂcxii:ility for airports,
the Airport also supports the use of administrative oplions, such as th«"osc proposed in the
LGA Docket, when individual circumstances warran; .

The Airport encourages the use of a variety o1 market-based al‘aproaches, such as
congestion pricing, peak period pricing, and auctions. or any other market-based pricing
mechanism that can be implemented without unjust discrimination against airport users.

In weighing the relative merits of a few of these approaches, SFO defines them below:

o Congestion pricing: a non-weight based ¢ ystern of landiné fees, where an
airport proprictor charges a landing fee thz: reflects the additional costs
imposed on others by flights operating during peak or congested periods. One
result of congestion pricing is a likely reduction in the number of aircraft
landings by encouraging air carriers 1o use larger, and therefore fewer, aircraft
to conduct their operations (a concept referred to as “upgauging”).

o Peak period pricing: a sct of landing fees rhat vary according to the time of
day and the level of aircraft activity. During the hours of tHye day when the
number of aircraft operations per hour is hizhest and an airport is most

6
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congested, the landing fees charged to the airport user wox#ld also be the
highest. Since 1996, the DOT’s Final Rats and Changes Policy has
recognized that it is appropriate for airpor:s to impose “prdperly structured”
peak period landing fees to maximize effi-ient use of scarc#e airport
facilities.”” During the hours of the day when congestion levels are lowest,
landing fees would be commensurately lo ver. Peak period pricing is designed
to encourage airlines to shift operations to less congested hours of the day
and/or to consolidate their excess operations during peak hpurs, thereby more
closely aligning airfield demand with airfi..d capacity. SFO notes that in the
June 2002 Final Environmental Impact Statement approving Boston Logan
International Airport’s new proposed runv-ay, the FAA also endorsed use of a
peak pricing system in the future at Logan in conjunction With the new
runway.'* ‘T

» Auctions: where the FAA’s air traffic control system would establish the
hourly acceptance capacity of an airport, a number that could change over
time or under differing conditions. Carriers could bid on an available
reservation for a particular time, with the v. inning bidder paying what the
opportunity is worth to them. |

Out of these market-based approaches, SFO picfers congestion{ pricing for several
reasons. First, SFO believes that this is a highly effec ive method of pricing scarce
|

airport resources. Second, congestion pricing encourzues air carriers l{: upgauge their
aircraft, alleviating congestion and delays. As SFO noted in its comménts in the LGA
Docket, it was among the first airports in the nation to publicly recogni:ze the value of
upgauging as a means of congestion management.”® This is not surpﬁgin g since at the
peak of the Airport’s congestion in 1998, 18% of air c:imier operations carried 3% of the

passengers travelling through its facilities. Additional y, SFO’s operations are greatly

influenced by the weather -- its operations ¢an be effeclively cut by half on a rainy day,

B Policy Regarding Airport Rates and Charges, 62 Fed. Reg. 3154, 32021 (1996), vacated in part, Air
Transport Assoc. v. DOT, 119 F.3d 38 (D.C. Cir. 1997), remand jending.

(1.S. Dep't of Transportation, Federal Aviation Administration, [Logan Airside Improvements Planning
Project: Final Environmental Impact Statement, Exec. Summary, ES-4 (June 20, 200|2) (“Boston FEIS™).

'3 Charles River Assocs. and the John F. Brown Company, Reduc ng Weather-RelaIetll Delays ad
Cancellarions at San Francisco Intemartional Airport, Parst I: Sumnary Report, at 20-21 (April 2000).
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as it is constrained to using only one of its arrival mi :ways. !¢ Upgauging would help to
minimize this effect and more efficiently allocate its limited airfield r!csources.I7 As

|
Professor Michael Levine of Harvard Law School, a former airline executive, wrote in a

semminal article:

The weight system has results equally perver-e for airline users. Smaller
aircraft can be scheduled at relatively high frequency during peak hours
and will incur the same airport charges as woiild be incurred by fewer
larger aircraft carrying the same number of pussengers. For short-haul
routes especially, greater frequency confers st ibstantial compctltwe
advantages. Thus airlines have a strong incer tive to contribute to
congestion and nusallocahon by scheduling f: equent, rclatwel low-value
flights in smaller aircraft.!®

Last, but certainly not least, the Airport firml: believes that if the congestion fees
are properly structured, they will help maintain small community service and promote
new entry. Air carriers serving small communities cc ald receive a credit for or a
reduction in fees, or the pricing structure could incluc: a set-aside or pamal exemption
from these air carriers’ fees. Congestion pricing wou.d create a more Properly structured
market. New entrants, in tumn, could make better decisions whether mI enter those
markets,

SFO declines to advocate a specific set of circiimstances that must be met in order
for an airport proprietor to move towards a market-ba:.ed pricing tools for congestion
management. The Airport notes that there may be airports that, for cm'?tractual or other

reasons, cannot jn the short term implement market-bz sed pricing mecﬂmnisms, aund in
}

those circumstances, the Airport believes DOT should encourage the use of alternate

|

16 14, at 7-8.

Y 1d at20.22, 33,

8

¥ Michael E. Levine, Landing Fees and the Airport Congestion F roblem, 12 J. Law I:lECON.. 79, 94 (1969).
va-9110 \
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administrative options. Additionally, airports which voluntarily eleclr to implement
administrative options for ease of use or use a comb.nation of administrative and market-
based pricing approaches should be permitted to do .0. In short, SFQ advocates
maximum flexibility for airports to choose and jmpl-ment methods which would help
reduce congestion and delay.

The Airport supports the use of administrativ.: mechanisms that are tailored to the
particular airports’ needs. For example, administrati ve upgauging may not be an
appropriate mechanism to use at an airport that cannot accommodate gsubstanﬁal numbers
of large aircraft, and in those circumstances, an administrative slot al]{ocation scheme may
be a better solution. |
(3) Will market-based pricing policies at airports nelp alleviate delay and
congestion? Will they increase customer access to the airport or other nearby
airports? If so, how? T

SFO believes that market-based pricing will dufinitely assist in alleviating
congestion and delay. Like most other resources, airport facilities are'a scarce
commodity and, accordingly, the best method for allc.:ation of such commodities is a free
and open market. As the DOT itself has acknowledgud, “[t]he adoption of market-based
approaches to improve the use of scarce resources is 1 established economic
principle.”" i

Market-based pricing will also alleviate conge-tion and delay by more properly

aligning airport supply with air service demand. As Piofessor Alfred E Kahn, the
i

l

|

We have no hesitation in other markets about I::tting price rise l;o equate
supply and demand of scarce goods. Why sho:1ld scarce runway capacity

architect of airline deregulation, has colorfully noted:

"” 66 Fed. Reg. at 43948. i

I
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be any different? Suppose we charged for oil paintings by the pound?
You’d have more than congestion, you’d ha-e riots at the art dealers with
Van Gogh paintings for sale !

SFO believes that airport congestion impose- costs on the aviation system that are
best addressed by using market principles. Professcr Levine, the longtime transportation
economist, agrees:

We have seen that the existing price system 1or airport services fails to

allocate the existing capacity so as to maxim: ze its value. It fails also to

guide investment in airports so as to achieve |he appropriate mix and level

of output with a minimum investment of rescurces. This failure is socially

wasteful in two ways -- through congestion a 1d inappropriate!facilities it

prevents the air transport industry from maxisnizing consumey satisfaction,

and by failing to appropriately match investrent to output it wastes

resources which could be used 10 satisfy wan: s elsewhere in ttpc

economy.m |

Market-based tools are generally preferable a.\d more effecti ve than
administrative options. According to Professor Kahn. it is universally recognized that the
use of price produces superior economic efficiency th:in administrative mechanisms for
allocating scarce resources such as airport capacity.?? While administrative tools such as
the High Density Rule? have been used in the past, tt ey are typically less effective than
market-based approaches and more susceptible to manipulation and a:]ti—competitive
behavior ** ‘

Air carriers need not worry that airport resources will be unavaLllable to them. To

the contrary, SFO strongly believes that the resources will continue to be openly available

*® Rahn Op-Ed.

2 Levine, supra, at 95.

|
Z Kahn Evidence. at 10. ]

B 14 CFR. §§ 93.121 er seq. (2002).

)

2 See, c.g., Robert M. Hardaway, The FAA ‘Buy-Sell” Slot Rule: \irline Deregulan'ar at the Crossroads,

|

|

52 3. AR L. & Com. ! (Fall 1986) ‘
10 |
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to them, and such resources likely will expand. That is, market pricing will essentjally
increase the amount of capacity, spreading the dem:ind more evenly throughout the day,
and encouraging the use of underutilized slots at ofi peak times. This will offer
consumers greater choice, in time flexibility, pricing of fares, and indeed, choice of
airports.”> The only difference is that the implemen:ation of market-based pricing will
ensure that the air carriers that most value the particular airport access or slot periods will
receive them first.

Indeed, even former American Airlines CEO Bob Crandall be?lieves market-based
approaches to congestion management will be benef cial across the board:

One of the most overlooked by-products of ttat change is that more

airlines would operate more airplanes to alternative airports. Which

means that effective rationing of a scarce conimodity would benefit not

only those who would pay for the privilege of flying to a preferred

(congested) airport. It would also be good fo; competition, good for

consumers who seek the lowest prices, and gcod for general aviation.””

(4) Will market-based approaches provide inform::tion on where, "how much, and
what type of new airport capacity is needed? '

SFO believes that the market-based approache 5-- based on proi;er price signals --
will target the appropriate amount of new airport cap: city that is needed. Once market-
based pricing is implemented, certain values will be a signed to the slc{;t times at various
airport locations. It will be a simple matter to track th.:se values and th'leir relation to one
another in order to analyze the patterns that define the air carriers’ andjltxavelling public’s

\
needs. Such an analysis might show that passengers a ¢ willing to shift their travel times

% In certain regions of the U.S. (outside of the Bay Area), there a = underutilized or secondary aii‘pons that
Toay cxperience increased usage as a result of market-based appre aches to congestion management.

26 Remarks of Robert L. Crandall, former Chairman, President ani CEO, AMR/American Airlines (retired),

Aviation Summit, U.S. Chamber of Commerce, Feb. 2, 2001, vid-o and audio archjvel available at
hup://www.uschamber.org/NCF/Events/Past+Events/Aviation/Agcnda.htm

|
" |
!
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to nonpeak hours, in which case, the need for additional capacity is ﬁot as great.
Alternatively, the analysis might indicate that travel:rs and air carriers are willing to pay
premium prices for all hours of the day, which wouid be a strong indicator of the need for
additional airfield capacity. Moreover, the analysis would also indicate which aitports
are more likely to need additional capacity. Those airports at which air carriers are

paying a higher market-based fees are more likely tc need additional|capacity; while

those airports that do not even need to use market-biised pricing will Pikely not need to

add any new capacity. ‘

(6) If market-based approaches are not revenue peutral, how should “‘surplus’’
revenues be used? Should these revenues only be used to expand capacity at the
airport where they are generated? Or should such revenues be used to meet regjonal
or national capacity needs? If so, how? !

(10) What will be the economic effects of market-lyased approach:es on various
categories of airport users? The airport? The economy of the surrounding
communities?

(12) What benefits and/or cost savings can be achicved by airlines if airports adopt
market-based approaches? What costs will airpor!s save if such pplicies are
adopted? What new costs will be imposed and/or travel options r{:iuced?

Because the answers are interrelated, SFO addresses Questions 6, 10, and 12

1

together. }
SFO believes that market-based congestion minagement methods will not result
“in “surplus” revenues. Rather, market-based ruethods will result in a frn' more efficient
allocation of resources, which will mean less delay an.l congestion, wrlxich in turn will
mean less total costs -- passenger fares plus delay costs - to travelers zjmd industries.
Ultimately, then, market-based pricing will result in a more efficient market with overall
cost savings to airports, air carriers, and travelers. In jact, in achievinj:heSe efficiencies,

market-based pricing more likely will have the effect of driving revenues down.

|
12 !
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If, however, revenues to certain airports shoild increase, thel-notion that those
revenues would be “surplus™ is still false. Any reveiues achieved w;ould simply be
reinvested into the airport, in the same manner landing fees are currently reinvested. In
the unlikely event that the airport is not in need of fiirther monies, there may be ways that
revenues could be used to enhance the surrounding ommunities, whether through noise
mitigation or other investments. As DOT is aware, »uch revenues wiill not be misused in
any event because federal law prohibits unlawful di+ ersion of airport revenues.?’

Furthermore, as publicly-owned and operated entities, airports such as SFO are
accountable to their local communities. Publicly-ow ned airports havi: built-in incentives
to promote the use of their facilities and to reinvest any revenues generated through
market-based pricing into their facilities. Such reinv.:stment in airport facilities then
rebounds to the benefit of local economies and surrounding communities. For example,
SFO and its surrounding communities are interdepen lent economic actors. The Bay
Area Economic Forum study shows that the Bay Are. aitports including SFO, Oakland
International Airport and San Jose Airport, generated or supported $3?.7 billion in
business revenues in fiscal year 1998-99, that those rc venues supporte;d 470,000 jobs,
which in turn generated over $13.2 billion in persona; income.?® With this
interdependence, as market-based pricing reduces con gestion and delay at SFO, the
surrounding communities will benefit as well. Put more simply, if SF(Q were to receive
¥ 49 U.S.C. 47107(b). l
= Bay Area Economic Forum, Air Transport and the Bay Area E.-ononty, Phase 1, J;:_numy 2000, at 9-10,
available on at http://www bayeconfor.org/pdffairport.pdf. In co.itrast, post-9/11, thd same organization
estimates that these figures have been reduced by 20-25% with t': downturn in the egonomy -- not much
greater than the 18-20% estimated reduction should runways at S1°O not be reconfigured. Bay Area

Economic Forum, Air Tranusport and the Bay Area Economy, Cri.is in Air Travel: W);:arhering the
Downturn, January 2002, at 19-20, available at http://www_bayec nfor.org/pdf/aircrisis. pdf.
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“surplus” revenues, it would have every incentive 1o reinvest those revenues into the
Airport, which would have the additional effect of bene(iting the larger Pay Area
economy.

(13) Should the elimination of all delays at an airpor: be the objective of any
market-based policy adopted? If so, will that result in less than optimum use of

scarce capacity? If not, how much delay is appropri:te?

(14) How would any market-based approach take into account certain random
factors (weather, rumway repairs, etc.) that affect airport efficiency land delay?

Because the answers are interrelated, SFO addre sses Questions 13 and 14
together. |

SFO believes that the elimination of all delays =i an airport is an! unrealistic goal.
The Airport points out that there are a variety of factors that can affect flight delays other
than constrained airport facilities. For instance, weather, mechanical failure, security
screening or other issues may cause extensive delays. In particular, SF(:) has studied this
issue in the past, as a large portion of the delays at SFO are due to changeable and
inclement weather conditions.

Based on its extensive studies of the causes of d.:lays and potential approaches to
reducing delay, it is the Airport’s belief that administraiive rules to man;age congestion
and delay can generally only be designed to apply acro: s the board, and;it 1s not feasible
to impose such rules only on bad weather days. Conve: sely, market-based pricing
mechanisms, which work as neutral and objective signals of the value that air carriers
place upon a particular slot, tend to avoid this pitfall. Narket-based pric‘;ing would allow
air carriers to determine, using their yield management inodels on an ov|era11 scasonal or

. . . . :
yearly basis what value their customers place on access to particular a]rTOT[S during

particular periods.

i
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(22) Should the use of market-based approaches be linked to airports and airlines
vigorously pursuing ways to expand airport capacity?

SFO believes that it is unnecessary for DOT to require, as a condition for using
market-based approaches, that airports using such approaches commit to expanding
airport capacity. Publicly-owned airports have embedd. d incentives forusing market-
based revenues to expand and enhance airport capacity. Major U.S. airp%ons derive
substantial parts of their operating revenues from airpori concessions such as parking,
rental cars, retail and food service as well as fees from ::.eronautical facjlities and services
and, therefore, airport directors have strong reasons to € ¢pand airport access to increase
use of their facilities and services. With very few exceptions -- notably LaGuardia --
most U.S. airports have the ability to reuse market-base.l revenues in expansion or
reconfiguration of airfield capacity for more efficient u:.¢ of such facilities. And even at
airports where new runways cannot be added, such as I 1Guardia, airports have strong
incentives to use such revenues to improve nonairfield racilities, for noise mitigation or
other valuable public purposes. Accordingly, SFO doe: not believe the use of market-
based approaches should be conditioned only on use of revenues for airfield expansion.

CONCLUSION

SFO supports the use of market-based tools to nianage congestion and delays,

however, airport proprietors must be given the flexibilit y to use the tools (including

administrative options) that are most appropriate for their communities.

[

John L. Muatin |
Director
San Franc-sco Intemational Airport

l
i
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ATTACHMENT A

COMMENTS OF SAN FRANCISCO
INTERNATIONAL AIRPORT IN RESPONSE TO
THE FAA’S NOTICE OF POLICY OPTIONS FOR

MANAGING CAPACITY AT LAGUARDIA
AIRPORT AND PROPOSED EX TENSION OF
LOTTERY ALLOCATION

8T0 [ YALSYH0d 2 NOSIHYOKR €9L0 L88 20Z XVd €$:ST 2002/22/L0



- ~rO
g
Sar Francisco Internatipnal Airport

PQ.Box 8097

San Francisco, CA 94128
Tel £50,821.5000

Fax 850,821.5005

www.flysfo.com

AIRPORT
COMMISS|ON
CITY AND COUNTY
OF SAN FRANCISCO

COMMENTS CF
WILLIE L. BROWN. JR. SAN FRANCISCO INTERNATIONAL AIRPORT
MAYOR IN RESPONSE TO THE FAA'S NOTICE OF
HENRY E. BERMAN POLICY OPTIONS FOR MANAGING CAPACITY AT
PRESIDENT LAGUARDIA ATIRPORT AND PROPOSED
ARRY MAZZOLA EXTENSION OF LOTTERY \LLOCATION
VICE BRESIDENT 66 Fed. Reg. 31731 (June 12, 2001)
67 Fed. Reg. 13401 (March 22, 2002)
MICHAEL 5. STRUNSKY Docket No. FAA-200’-9854

LINDA 5. CRAYTON

CARYLITD

JOHN L MARTIN . !
AIRPORT DIRECTOR
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>a Francisco International Airport

June 20, 2002

PO.Box BOS7
San Francisco, CA 94128
Tel 650,821.5000

- . . Fax 850,821.5005
Federal Aviation Administration

U.S. Department of Transportation Dockets
400 Seventh Street S.W.

Room Plaza 401

Washington, DC 20590

www flysfo.com

Re: Notice of Proposed Rulemaking Regarding the Notice of Policy Options
for Managing Capacity at LaGu:irdia, 66 Fed. Reg. 31731 (June 12,
2001), 67 Fed. Reg. 13401 (Mar. h 22, 2002), Docket No. FAA-2001-
9854

San Francisco International Airport (tt2 “Airport” or “éF O”) respectfully
submits the following comments on Phase I ¢ f the Federal Aviation Administration's
(“FAA’s™) Notice of Alternative Policy Optiois for Managing Capacity at LaGuardia
Airport and Proposed Extension of the Lottery Application (“Notice”). 66 Fed. Reg.
31731 (June 12, 2001), as amended, 67 Fed. Reg, 13401 (March 22, 2002).

In 2000, the Airport was the fifth busie-t airport in the United States and the
ninth busiest in the world with over 41 million enplanements. Not only does SFO
serve as a primary West Coast hub for domesti. air travel, but it also represents a
critical gateway for international travelers, particularly those travelling to and from
Asia. Given the Airport’s prominence in the wurld’s air travel infrastructure, SFO

welcomes the FAA’s efforts through this Notic.- of Policy Options For Managing

Capacity at LaGuardia Airport (“LaGuardia” or “LGA”) and the related Department

i
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of Transportation (“DOT”) notice on markei-based approaches,’ to address
appropriate methods for reducing airport cangestion and delays.

Although the tragic events of 9/11 h:wve reduced the level of air carrier
operations and passenger enplanements at most U.S. airports, in turn, reducing the
levels of airport congestion and delays, SFC believes these are likely to be temporary
phenomena. As the General Accounting Of:ice noted in a refatively recent report
entitled “National Airspace System: Long-Term Capacity Planning Needed Despite
Recent Reduction in Flight Delays,” GAO-0-18S (Dec. 2001), economic recovery
and decliming public apprehension about flying will inevitably lead to increased
demands on the air transport system. Indeed. although flight delays have generally
declined since 9/11, major U.S. airports continue to experience substantial levels of
congestion and delay. Id. at. 29. For exampi», although SFO’s passenger traffic
dropped 15.6 percent in 2001, SFO 1s current!y experiencing a rebound in passenger
traffic. Also, data supplied by the airlines to DOT for April 2002 covering 32
reportable U.S. airports, mdicates that SFO h.d the worst level of on-time arrivals
(73.3%) among major airports, while LaGuar lia was tied for fifth worst (80.5%).?

Accordingly, SFO applauds the FAA .ind DOT’s farsightedness in reopening

for public cornment the two congestion and d:lay-related notices.

! Notice of Market-Based Actions to Relieve 1\ irport Congestion and Delay, 66 Fed. Reg.
43947 (Aug. 21, 2001). - |

2 Air Travel Consumer Report, Office of Aviai .on Enforcement and Proceedings, DOT, p. 8
(June 2002), hetp://www.dot.gov/airconsumer/0206ater. »df.
|
2 |
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The Role of Congesticn Managementz

Congestion management options are limited in what they can accomplish.
They are generally not a long-term solution to severe congestion at an airport. As
short-term solutions, congestion management +zchniques are therefore not a substitute
for expansion of runway capacity and other aimort infrastructure that would
fundamentally increase the airport's ability to scrve its air carrier and travelling public
clientele. As the FAA points out in the Notice when an airport operator begins
routinely to experience increasing levels of deluy, the operator typically explores
ways to increase the airport’s limited capacity -uch as the addition of new runways.
66 Fed. Reg. at 31732. SFO agrees with the F."\A that this is normally the “preferred
approach” for relieving congestion and reducin: delay. Ultimately, long-term
solutions to growing demand for airport capacity entail a combination of building
more runway capacity and implementing technnlogical improvements allowing for
more cfficient use of existing capacity. Conge:tion management solutions may be
used as an airport proprietor moves towards the-se long-term solutions in order to
facilitate their implementation, but generally, they are not the ultimate solution.

Because of their temporary nature, cong.estion management solutions may be
only appropnate at those airports with substant: al levels of delay and congestion, such
as LaGuardia. As the FAA points out in the Nutice, LGA faces umique physical
constraints that are not a problem for most airp: rts. Id. at 31732. Due to its small
physical layout (680 acres), and its location in the Borough of Queens in New York
City, just seven miles from Midtown Manhatta:, bordered by two bays, LaGuardia is
physically constrained. Specifically, it cannot «xpand its runways to alleviate

3
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congestion in the long-term. For LaGuardi:, then, some form of congestion
management 1s the only practical solution a.ailable.

SFO stresses that LGA's circumstances are distinct from its own situation, and
indeed, the situation of many other major ccngested U.S. airports. SFO and many
other major U.S. airports are located in area~ that would permit the expansion of new
runways or the reconfiguration of existing runways in a2 manner that would
substantially reduce congestion and delay. ¢ FO cautions that simply because the use
of congestion management solutions is appropriate at LGA, it does not mean that
such solutions are always appropriate for other airports. Congestion management
should not be viewed as a panacea for the ser.ous congestion and delay issues that the
aviation system has experienced and will cerlinue to experience. Other airports must
be able to take advantage of particular solutic ns that best fit their individual
circumstances and their physical environmeni and layout, as well as take into account
the communities that they serve.

Airport Proprietary Rights

In light of differing local concerns an¢ priorities, an individual airport
proprietor is often in the best position to deter nine the most ef’[fective method to
reduce delay and congestion at its airport. In the case of LGA,I. the Port Authority of
New York and New Jersey (“Port Authority’”). which operates Isev‘rc:ml local airports
in the New York metropolitan region in additicn to LGA, is the best judge of the type
of aircraft that might be encouraged to use pan icular regional airports, which
facilities may be shared, the noise concerns of 1he local comxnupity, congestion
problems, and other issues that are specific to ils airport system?. Additionally, it is

4
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within an airport proprietor’s traditional local 11 ghts and authority to adopt reasonable
and not unjustly discriminatory measures o all.cate scarce airp’ran infrastructure. 49
U.S.C. § 41713(b)(3); see Western Air Lines, Inc. v. Port Authority of New York and
New Jersey, 658 F. Supp 952, 960 (S.D.N.Y. 186), aff"d, 817 1l7-2d 222 (2d Cir.
1987) (upholding 1500 mile perimeter rule as racessary to manage congestion
problems at LaGuardia). Although local airpo): proprietor powers are limited under
this statute and its corresponding interpretative caselaw, an airport proprietor
possesses authority to address congestion and delay problems 2t its facilities,
especially in light of local needs and concerns.

An airport must have the autonomy to 1::ilor any particular congestion
management or capacity enhancement solution: to its individual circumstances, so
long as that autonomy is exercised in a reasonzhle, nonarbitrary and not unjustly
discriminatory manner, in keeping with appliciible federal laws and grant assurances.
For example, encouraging the use of larger airccaft ~ “upgauging” -- n.Jay work at
some airports but may not be appropriate at other airports, depending on the nature
and frequency of air carrier service being offer:d. SFO urges the FAA to continue to
recognize that local airport proprictors are often in the best position to understand the
form of congestion management that is most a; propriate to serve the needs of the
particular airport and surreunding communitie:..

Thus, the individual airport should be zble to oversee implementation of
congestion management without securing prio; approval of the'[FAA or air carners
serving the zirport. As long as the form of cor zestion management is not
unreasonable, is nonarbitrary and does not unj:.stly discn‘mjnatF, the airport proprietor

5
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should be able to design and implement the forin of congestion management that is
suitable for its particular circumstances. This i+ fully in keeping with the traditional
roles of the airport proprietor and makes maxin:um use of the proprietor’s
management of its own facilities and its relationships with surrounding local
communities.
Congestion Management Options Under Consideration for LaGuardia

Tuming to the specific congestion man: gement options for LaGuardia, SFO
supports implementation of further congestion : 1anagement at LaGuardia. As the
FAA notes, notwithstanding the near gridlock t.iat existed at LaGuardia in the fall of
2001 following the implementation of the AIR-!]1 exemptions to the High Density
Rule (“HDR), air carriers operating at LaGuardia continued to schedule additional
flights. 66 Fed. Reg. at 31733. Under these citcumstances, the Port Authority, and
ultimately the FAA, had no choice except to irnpose additional congestion
management beyond the long-standing HDR -- in this case, a temporary slot lottery.

SFO believes that it is appropriate for th: Port Authority and the FAA to
consider options to replace the temporary slot Ie ttery. The five options identified by
the Notice as being under consideration (althou:th the FAA has indicated that these
options are not exhaustive) generally fall into two broad categories: (1) market-based
approaches and (2) administrative options. For several reasons, SFO believes that
market-based approaches to congestion rnanage ment are generally superior to any of
the admunistrative options under consideration.

I_n most other areas of the U.S. market ¢.:onomy, prices gperate to allocate
scarce resources in the most efficient manner. }ifficient allocation of scarce resources

6
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ensures that those resources are put to their hig!:est value use, and that an efficient
quantity is consumed. The same principles shoitld be applied tql the allocation of
runway capacity. Also, over the longer term, market-based prices send proper signals
to capital markets so that appropriate investmerits in capacity, in this case, expanded
runways, are made at appropriate times.>

Market-based policies would address a fundamental problem of the current
system of allocating scarce runway assets. As many commentators have pointed out,
congestion and delay costs are spillover costs, ¢ r as economists describe them,
“external” costs that are not captured in current landing fees and traditional airport
pricing.* Market-based pricing of scarce runwz y access will be beneficial in that it
would force airport users to “mternalize” the costs that they otherwise impose
externally and that are currently borne by the tr.ivelling public and the airport system.

For these reasons, the Airport believes generally that market-based approaches
have significant advantages over administrative options. However, the Airport
recognizes that whatever form of congestion m.nagement is adopted at LaGuardia
should be clearly understandable and administr:tively simple to implement. Also,
whatever form of congestion management is se 2cted by the FAA and the Port

Authority for LaGuardia may not be directly trz asferable to other major U.S. airports.

? See E. Murphy and J. Worth, Some Regulatory and Institutional Barriers to Congestion
Pricing at Airports, U.S. Dep’t of Treasury Research Paj:r No. 2001-01 (May 2001) (hereinafter
“Treasury Research Paper™).

* Dorothy Robyr, “Ending Runway Gridlock,” .t Blueprint: Idcas for a New Century, Scpt. -

Oct. 2001, at 5-6, available at hup://www.ndol.org/bluep: int/2001_sep-oct/ 1?_mnway _gridlock.html.
Ms. Robyn was former Special Assistant to President Clinton with the responsibility for transpertation

matters.

va-84238

9zo0@ YALSYAOS ¥ NOSTHIOR £9.0 IL88 202 XVd SS:ST 200¢/22/L0



As the DOT has noted in its companion notice .n market-based alternatives to
manage congestion, there is no “one size fits al|” approach to the airport congestion
problem. ’

SFO briefly addresses below some aspe cts of the various options identified in
the Notice.

Congestion-Based Landing Fees

Traditional landing fees, often set undey airline-airport lease and use
agreements, are charged on the basis of pounds of landed weight. Weight-based
landing fees do not factor in the full costs of ai1 carrier operations at capacity-
constrained airports including the costs of congestion and delay imposed on the
airport system and other airport users. Additio)ally, weight-based landing fees
contribute to the excess demand for airport lanc ing facilities during periods of
congestion.®

One measure of the inefficiency of exisiing landing fees to allocate scarce
runway resources is the distribution of large ve: sus small aircraft at LaGuardia. As _
the FAA Notice details, LaGuardia has experienced a steady trend toward the use of
smaller commercial aircraft such as Regional Je s (“RJs”), which has contributed to
that airport’s severe congestion problem. For e.ample, in 1996, 26.5 percent of all air
carrier operations at LaGuardia were in aircraft of 77 seats or less. By April 2001, the

percentage of such smaller aircraft at LaGuardiu had increased to 36.7 percent.

% 66 Fed. Reg. at 43949,

5 Treasury Rescarch Paper at 6.
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66 Fed. Reg. 31733. As the FAA notes, smalle: aircraft have contributed to increased
congestion and delay at LaGuardia. 66 Fed. Rey. at 31733, SFO agrees with the
FAA’s conclusion that “[a] proper balance betwzen access and airport congestion
must be struck if LGA’s limited resources are to be used as efficiently as possible.”
Id.

SFO was among the first airports in the Nation to publicly recognize and
support the concept of “upgauging” as a means f congestion management.” The use
of congestion-based landing fees or per movem.nt landing fees will encourage the
use of larger, more efficient aircraft. The use o' fewer, larger aircraft will in tum
alleviate congestion and reduce delays.

SFO declines to comment on the specifi.. congestion-based fees under
consideration for LaGuardia because SFO believes that the Port Authority and the
FAA are in a better position to evaluate the relaiive levels and composition of the
market-based fees. However, the Airport endoises the concept of congestion-based
landing fees for LaGuardia as the preferred app oach among the two market-based
approaches (pricing or an auction system) to premote the most efficient use of scarce
airport facilities.

With respect to congestion-based pricin. , the FAA asked for comments on a
number of specific questions. 66 Fed. Reg. at 31737. Inresponse to the FAA’s
question as to “whether the proposed range of f..es will likely inﬂuence air carrier

7 See Charles River Assocs. and the John F. Brown Company, Reducing Weather-Related
Delays and Cancellations at San Francisco Internationa: Airport (April 2000) (bereinafter “CRA
Report”). .
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behavior and manage congestion and delay at L .3A,” as noted above, SFO cannot
comment on the exact landing fee levels propot::d by the Port AJIuthority. However, in
general, based on its own experience with landing fees, SFO believes that congestion
fees, if they are set at appropriate levels, can an.l will influence airline behavior. For
example, SFO believes that the use of market-b.ised congestion fees will promote air
carrier use of larger, more efficient aircraft.

With regard to the FAA’s question conccrning whether congestion-based fees
will maintain and/or expand service to small co:nmunities and foster new airline entry
into the LaGuardia market, the Airport believes that if the fees are properly structured
they can serve to maintain small community service and continue to promote new
entry. As the Notice discusses, there are a varicty of mechanisms that can be
employed to maintain and continue to promote :mall community air service. One
possibility 1s a credit or reduction in fees for air carriers serving small communities.
Another option would be to create a set-aside o~ partial exemption from market-based
fees for air carriers serving small communities. With respect to new entrants, SFO
believes that new entrants make decisions on w \ether or not to enter a particular
market based on the totality of circumstances at an airport - i.e, the overall level of
demand for air service, the nature and potential srowth of such demand, the quality of
airport services and amenities, network and car; ier affiliations, and pricing of arport
services. No single factor, in SFO’s view, should deter or prevept new entrants from
servicing LaGuardia.

Finally, with respect to the FAA’s question regarding wﬂether a congestion
pricing approach will enable a smooth transitio:: to the expirati . of the HDR in

10 !
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2007, the Airport does not foresee that a new pricing metbodology would prevent a
smooth transition. Airports change landing fee and pricing metﬁodolo gies over time
and air carriers adjust to such changes. In this «ase, air carriers operating at
LaGuardia will have a sufficient period to adju:t to the new pricing system.
Furthermore, the process of establishing a congustion-based pricing system wil] likely
have to be an iterative process in order to allow the airport to identify the appropriate
market-based level that reduces congestion and delay.

Auction of Landing and Take-Off Rig hts

The second market-based approach ider tified in the Notice is a proposal to
auction off a specified number of landing and t:1keoff slots. 66 Fed. Reg. at 31737.
Under the proposal conceived by the Port Auth.irity, the system would involve
reauctioning landing and takeoff slots every four years (25% per year).

In concept, a properly structured auctio): can have many of the salutary
benefits that a congestion pricing system posse:ses. Economists suggest that both
congestion pricing and auctions can be effectiv.- methods for reducing peak-period
demand and improving efficiency of épemtions at congested airports.s Some suggest,
however, that auctions may be slightly preferat ¢ to congestion pricing because the
latter may take some time before the precise price level is achieved that reduces

congestion. Also, auctions may provide more « ertainty about congestion levels.’

® Treasury Research Paper at 4.
*Id

11
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One downside of auctions, however, is that tliey probably entajl 2 more complex
design and may be somewhat more costly to administer than ;congestion pricing '

Auctions have been utilized by other federal agencies to allocate scarce
resources that are subject to federal regulation. For instance, since the early to mid-
1990s, the Federal Communications Commission (“FCC”) has conducted over 30
auctions of scarce resources such as wireless spectrum for cellular and other wireless
communications services. In many instances. the FCC has successfully carried out
auctions of spectrurn with similar “network ztributes” to those found in the national
airport system.!!

As noted above, SFO believes that it 15 important that any auction used to
allocate scarce runway capacity be clearly unierstandable and not subject to
manipulation. Certain types of auctions have in the past been vulnerable to collusion
and manipulation.'” Provided that these problems can be avoided, SFO believes an
auction would potentially be an appropriate niarket-based approach to manage
congestion and delay, although SFO believes ‘hat congestion-based pricing is simpler
and therefore a preferable market-based approach to congestion management.

Again, the Airport also believes that a1 auction mechanism can be tailored to

preserve service to small communities and en-ourage new entrants. As the FAA

1d. 4-5.
" rd.
12 Paul Klemperer, What Really Matters in Au. tion Design, 16 J. Econ Perspectives 169, 170
(Winter 2002).
12 '
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notes, these goals can be accomplished, for ex: mple, by offering rebates or discounts
to new entrants and carriers offering service to small communities.

Use of Revenues Generated from Market-Based Approaches

The FAA states that “it is anticipated fcr a market-based approach to be
effective in allocating scarce resources at [LaCuardia), the revenue generated would
far exceed the amount collected by traditional :iirport charges.” 66 Fed. Reg. at
31737. The FAA asks for comments on what uses should be made of “revenue in
excess of the airport’s traditional cost base.” 1./ at 31738.

SFO believes that there is a fundamentul misconception in the FAA’s phrasing
of the question. The question appears to assun:e that market-based prices or fees are
“excess.” Revenues are not excessive if they 2re market-based and promote an
efficient allocation of scarce resources. From 'he vantage point of market economics,
it is incorrect to attempt to link market prices v. ith the historic cost of a particular
good or services. Prices adjust in a market ecc:10my to reflect the equilibrium
between déma.nd and supply. Accordingly, SF!J believes that by definition market-
based pricing of runway access will not gouge airport customers or generate “excess”
revenues. Moreover, under the current weight based system of landing fees, airlines
capture any “excess” profits that are generated by scarce capacity, or viewed another
way, they actually generate excess costs borne by others. Congestion pricing or other
market-based system of congestion management would transfer those profits to local
government airport proprietors where they can be used for the public benefit.

In any event, most aixport proprietors zre likely to use market-based revenues
for airport development or capacity enhancem.nt projects. In t%hc unique

13
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circumstances of LaGuardia where new runwa: s cannot be added, market-based
revenues could be used, for example, for other .irport improvements, to pay for
projects at other regional airports, for noise mitigation, in part to fund air service to
small communities and for similar uses. SFO t:lieves that, within an overall
framework, the airport proprietor, here the Port Authority, should have the flexibility
to decide how the revenues generated from mai ket-based pricing will be used.

Administrative Gange Controls

The first administrative option for maneZing congestion at LaGuardia
identified in the Notice is a proposal for the FA A to establish a “minimum aircrafi
size operating at LGA.” 66 Fed. Reg. at 31738 This administrative approach would
address one of the causes of delay at LaGuardis . the growing trend toward use of
smaller aircraft, by restricting the access of suc!: aircraft to the airport. To address
concerns of smaller communities about this adrinistrative approach, the proposal
apparently envisions granting a limited number of exemptions from the minimum
aircraft size rule for air carriers serving small ¢::mmunities.

SFO has long recognized that encouraging the use of larger aircraft --
upgauging — can potentially result in a more ef: icient use of scarce runway
infrastructure. Indeed, following an extensive ¢ tudy of the causes of delay at SFO
that was released early in 2000,'* SFO consider.d the possibility of adopting a local

upgauging rule pursuant to Part 161 of the FAA regulations in to order to reduce

¥ CRA Report.
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congestion and delay caused in part by aircraft representing 18 percent of SFO’s total
operations carrying only 3 percent of its passer gers.

Although SFO believes that a rule requ ring a minimum aircraft size can
produce benefits in terms of congestion and de!ay reduction, SFO believes that in
most cases, if the airport is not otherwise barre.l from using them, market-based
approaches to congestion management are gen:rally preferable and more reliable in
achieving the goal of reducing congestion and - lelay.

New Slot Allocation Rule

The second administrative approach ideatified in the Notice involves creating
a new slot allocation rule that would survive afier 2007, when the current HDR is
scheduled to expire. Under thijs proposal, the b.1sic framework of the HDR would be
retained but the pool of slots for small commurity service would be “rationalize[d]”
by consolidating into a single category the HDK commuter slots, the AIR-21
exemption slots allocated to small hub and nontwb airports, and air carrier slots
reserved for small communities. 66 Fed. Reg. 31739. The new: rule would also
provide for a hmited withdrawal of slots (for e:.ample, 3 percent per year) from the
air carrier category for new entrant service.

Although this administrative option apy-ears to make modest improvements in
the current HDR, it in effect extends the long-sranding use of a slot mechanism at
LaGuardia indefinitely. SFO believes that ejth.r of the market-based approaches is
preferable as a method of congestion managerr :nt to the retention of a modified slot
allocation rule.

15
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Administrative Slot Reallocation

Another administrative option under consideration is the.immediate repeal and
replacement of the HDR by a new rule. Under he new rule, slots would be
established with fixed expiration dates and then be penodically reallocated. A certain
percentage of slots would be held back from lar:ier incumbent carriers and used as a
pool of slots for allocation by lottery among (1) new entrants, (2) small community
service providers, and (3) large incumbent carmi.rs. Peniodic withdrawal of slots is
intended to gradually increase the total number nf slots available to new entrants and
air carriers serving small communities.

Although SFO applauds the FAA’s goal in seeking to improve the existing
slot allocation system at L.aGuardia, SFO beliey s that the market-based options
(preferably congestion-based pricing, or, as a second choice, an auction system) will
allow for more efficient use of LaGuardia’s scarce runway capacity. Market-based
pricing or other market-oriented approach is a s:iperior method of congestion
management because it is dynamic and less likely to produce “‘gaming” and other
perverse effects that virtually any administrativ.: mechanism may engender. Market-
based mechanisms such as congestion pricing a-¢ designed to effect the marginal user
of scarce runway resources (e.g., a turboprop pl me that could just as readily operate
from another regional airport), and thus in most cases are better tailored to achieve
the objective of reducing airport congestion and delay.

Conclusion

SFO strongly supports the cooperative eiforts of the FAA, the Port Authority

and the airlines to reduce chronic congestion an.l delay at LGA. | In particular, SFO

16
va-8428

YALSYHO0d % NOSIMIOK €940 L88 202 XVd LS:ST 200Z/22/L0



favors the use of matket-based alternatives, s.ich as congestion pricing, to promote
more efficient use of scarce mway resources These solutions not only appear to be
the most efficiently implemented, they are likcly to have the greatest chance of
successfully reducing congestion and delay at LaGuardia.

SFO reiterates the important role of ai:port proprietors in creating and
administering, in cooperation with the FAA, :ny congestion management solutions
implemented at their airports. Airport proprictors and airport management have the
greatest familiarity with the local community concems and needs, and are therefore in
the best position to use that knowledge and exnertise to create the most efficient
congestion management solution for the airport and the community. Accordingly,
airport proprietors should be permitted under :heir local proprietary powers to

establish and oversee congestion managemen' suitable for the needs of their particular

airports.
John L. Martin
Director
San Fratcisco International Airport
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